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English Abstract 

...the computers. Then, digital certificates and a digital signature are 
exchanged to ensure that both parties are who they say they are. With an 
appropriate *issuer* gateway, the Newco can do an 

authorization routed directly to the issuer, without going through the 
acquirer. 

Detailed Description 

... a personal computer such as an IBM compatible personal computer, Apple 
Macintosh computer or UNIX based workstation. A representative hardware 
environment is depicted in Figure 1, which illustrates a typical 
hardware configuration of a workstation in accordance with a preferred 
embodiment having a central processing unit 10, such as a microprocessor, 
and a number of other units interconnected via a system bus 12 The 
workstation shown in Figure 1 includes a Random Access Memory (RAM) 
14, Read Only Memory (ROM) 16, an 1/0 adapter 18 for connecting 
peripheral devices such as disk storage units 20 to the bus 12, a user 
interface adapter 22 for connecting a ... Hypertext Markup Language - 2 0" 
(Nov. 1995); and R. Fielding, H, Frystyk, T. Berners-Lee, J. Gettys and 
J.C. Mogul, "Hypertext Transfer Protocol — HTTP/1. 1* HTTP 
Working Group Internet Draft" (May 2, 1996). HTML is a simple data 
format used to create hypertext documents that are portable from one 
platform. . .Transmission Control Protocol DARPA Internet Program Protocol 
Specification (RFC 793)" (September, 1981), and Information Sciences 
Institute, "Internet Protocol DARPA Internet Program Protocol 
Specification (RFC 79 l)" (September, 198 l) . In a preferred 
embodiment in accordance with the invention, the buyer or vendor computer 
system acts as a client and a computer system at Newco... key exchange 
message, buyer or vendor computer system transmits a finished message. 

At this point, buyer or vendor computer system and Newco computer svstem 
have: J 

1) negotiated an encryption scheme that may be commonly employed in 
further communications, and 2) have communicated to each other a set of 
encryption keys that ... representing the rate of return annualized for the 
secured debt instruments created by Newco for sale to the Financial 



Institution in pools floated for sale. 

1. Payment Author^fction Request Generation Figure^Fdepicts the 

detailed steps of generating and transmitting a payment authorization 
request. In function block ...number of relationships with financial 
institutions as well as with its vendors and customers. First, the 
financial relationships include one or more of the following: 

1. A commercial account (usually a checking account) by which the 
business makes payments to its vendors and suppliers. 

2. An interest-bearing account (such as... reasons why securitization of 
receivables could not be done by a financial institution that had enough 
business relationships. Thus, the following observations can be made: 

1. If a financial institution could grant credit to a business 
based on assets of that business, and if the assets were of sufficiently 
low risk... debt instrument, the cash generated from the sale of the debt 
instrument could reliably ftmd the exercise of credit lines by the 
businesses in point 1 above. 

The business entities and the business process flows of such a 
securitization activity are shown ii Figure 11 and Figure 12. Figure 11 



once . 



..in advance of the payment due date that payment is requested by the 
business. Current payment options for a Buyer to pay a Vendor ai 



ire : 



1. Payment by check 

2. Payment by wiring of funds 

3. Payment by ACH (Automated Clearing House) transfer 4. Payment by draft 
Only payment by draf t ... party to the transaction wishes to pay early or 
late, and which party wishes to receive payment early or late. In total 
the possibilties are: ' 

1. The Vendor may want early access to the money, by giving a small 
percentage of the amount to the party which is offering early payment... 

..term line of credit (provided there is enough credit outstanding in the 
line to cover this payment) . 

So the case most commonly observed, case number 1 above, is only 
one specialization of a general set of cases that can occur when 
businesses try to optimize their cash flow. Case 1 is also the only 
case in which a ...a FlexiDraft, and then describe the relationships 
between the various entities and the steps taken in processing the 
FlexiDraft. The properties of a FlexiDraft are: l. A FlexiDraft may 
be written by a Buyer, made payable to a Vendor in exchange for goods or 
services delivered. The FlexiDraft specifies an amount... for the next 
FlexiDraft to be issued by a Buyer in step 1799. Thus, the following 
benefits accrue from the actions taken in Figure 17: 

1. Securitization of a pool of payables from a set of Buyers with 
good credit ratings, thus minimizing risk to investors. 

2 Providing Vendors with early... as the left-hand side. After acceptance 
1810, though, the Buyer immediately issues a FlexiDraft in step 1840 The 
Buyer chooses one of three actions: 

1. Step 1841: Pay the FlexiDraft in in days, where in < n. In this 
case, the Buyer pays less than $X, where the difference is the... off to 
0% on the Payment Due Date. If the Buyer wishes to extend the payment 
terms, it may do so at rates that hit 1.5% after 60 days. In other 
words, the Buyer will pay 1.5% for extending payment by 30 days 
(from the 30 day due date to 60 days), or will pay an 50 annualized rate 
of slightly. . .same as the left-hand side. After acceptance 2110, though, 
the Vendor immediately receives a FlexiDraft (step 2140) . The Vendor 



chooses one of thj^e actions: 

1. Step 2141: RedTOri the FlexiDraft in in days, wh^K in < n. In 
this case, the Vendor receives less than $X, where the difference is the 
...of issue. The Cash Flow Wizard shows that, if the Vendor chooses to 
redeem the FlexiDraft immediately (i.e., on Transaction Date), it will 
pay 1.5% interest (this equates to an annualized rate of slightly 
more than 18%). This rate remains near 1.5% for the first 22 days 
of the payment schedule, and then falls very quickly for the remaining 
days, hitting 0% on the Payment Due Date. If the Vendor wishes to delay 
receipt of funds until after the Due Date, it may do so and earn interest 
rates that hit 1 % by 60 days after the Transaction Date. In other 
words, the Vendor will receive 1% for holding off on receiving payment 
for 30 days ( from. .. percentage of time from start of tenns until the 
Vendor requests payment, then: 

W = vp*tt 

So our multiplication term tt/(tt-vv) has become l/(I-vp). Then the 
ROA, annually adjusted is: 

(bp-vp) * (V+A) + (l-bp)*(V+B) 
(1 - VP) 

59 

Similarly, when vv is equal to or greater than bb, the annually adjusted 
ROA is: 

<vp-bp)*(B-F) + <l-vp)*(V+B) 
(1-bp) 

By expressing the equations as percentages of time before a Buyer pays or 
a Vendor gets paid- the same equations can model a group. . . 
...in the scalar ec 2500 and also a matrix 2510 of the solutions for all 
values of vp and bp stepped from 0 t 0. 1 incr ements . Note that: 

1. The maximum ROA in the matrix occurs on the major diagonal of 
the matrix. In otherwords, in order to maximize ROA, afinancial 
institution should seek. . . 

. . . equals bp . 

2. With the initial numbers in the spreadsheet, the ROA spreads are 
substantially above a typical financial insitution's aggregate ROA of 
approximately 1% to 1.5%, if on average the Vendors choose 

early payment 50% or earlier into the payment terms. 

Tools to assist the Financial Institution in optimizing ROA... for 
conventional forms of on on-line payment, such as that provided by Open 
Financial exchange (OFX) , as described 61 in "Open Financial Exchange 
Specification 1.5," published by Microsoft Corporation on June 29, 
1998 (incorporated herein by reference) . 

A preferred embodiment of the FlexiDraft payment instrument is done in 
electronic ... etc . , is not shown here. 

This example is for creating a FlexiDraft payment to "Widgets R Us" for 
$10, 321.98 to b on October 1, 1998, using funds in the originators 
checking account. The request is bein on September 1, 1998, for 
payment in net 30 days. However, the Buyer is paying ServiceCo/FinCo in 
three days, rather than in 30 days, so according to...FD. PAYEE to bring 
it into the FlexiDraft namespace so a new field named FD. EMAIL could be 
added. This is becaue the OFX version 1.5 specification does not 
provide for an email address to be associated with a payee, and this 
information is necessary for ServiceCo to inform the... 



Claim 



CLAIMS 
What is claimed 



* 



1. A method for creating a draft with one or more payment terms, 
comprising the steps of. 

(a) retrieving a plurality of terms from a storage... 

..dynamically adjusting the terms based on payment timings. 

2. A method for creating a draft with one or more payment terms as 
recited in claim 1, including the step of adjusting the terms based 
on whether a payment was received early, on time or late. 

3. A method for creating a... 



...payment was received early, on time or late. 

4. A method for creating a draft with one or more payment terms as 
recited in claim 1, including the step of adjusting the terms based 
on when the draft is cashed by a vendor. 

5. A method for creating a draft with... 
...draft was cashed early, on time or late. 

6. A method for creating a draft with one or more payment terms as 
recited in claim 1, wherein the terms emulate a deposit account. 

7. A method for creating a draft with one or more payment terms as 
recited in claim 1, wherein the terms emulate a payment instrument. 

8. A method for creating a draft with one or more payment terms as 
recited in claim 1, including the step of utilizing a digital 
signature to secure the draft. 

74 

9. A method for creating a draft with one or more payment... 
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